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Strong order book intact; maintain BUY

Nitin Fire Protection industries Ltd., (NFPIL) reported strong
2QFY16 result with a consolidated revenue growth of
38.4%/32% YoY/QoQ respectively at Rs 4.4 bn led by strong
order book in India/lUAE business. EBITDA margin seen
expansion of ~647bps/87bps YoY/QoQ to 12.1% for 2QFY16.

Strong traction in UAE business caused robust revenue
growth: NFPIL reported consolidated revenue of Rs 4.4bn, a
YoY/QoQ growth of 38.4%/32% respectively mainly due to strong
traction from UAE business. As per the company, the current order
book for UAE/India business stood at USD 120mn/ Rs 2.75bn.
NFPIL has also bid for the tender worth USD 400mn/Rs 7bn
respectively for its UAE/India business. We expect, NFPIL to grow at
a CAGR of ~32% over FY15-18e backed by the strong order book.

EBITDA margins expansion of 647bps YoY: 2QFY16 EBITDA
stood at Rs 541mn a YoY/QoQ growth of 196%/42% respectively.
EBITDA margin seen the expansion of 647bps/87bps YoY/QoQ
respectively. 2QFY16 EBITDA margins were high mainly due to
below normal other expenses (~Rs 100mn one time write off of
payable in 2QFY16). However, going forward, We expect EBITDA
margin expansion of 254bps over FY15-18e led by better
operational leverage, strong order book.

Opportunities from India and UAE to remain intact: In UAE, the
company is facing potential slowdown in general construction sector,
however works required in the context of Dubai hosting the 2020
Expo as well as projects within the key industrial and/or government-
related sectors such as petrochemicals, power, education and
health care have seen good traction. In India, business growth is
slow but, NFPIL is hopeful on government investments and
improving domestic business sentiments.

Valuation: The stock at CMP of Rs 41 is trading at 10.9x/6.9 of
FY16/FY17e. We believe that, NFPIL with the improving operational
efficiency and strong order book from India and UAE will grow its
revenue/earnings at a CAGR of 32%/42% respectively over FY15-
18e We maintain our BUY rating with the price target of Rs 88. (15x
PE on EPS FY17e).

Exhibit 1: Financial summary (Rs mn)

Y/E March FY13 FY14
Net sales 7047 10161
Growth (%) 315 44.2
Operating margin (%) 11.4 11.2
PAT 614 665
Adjusted PAT 594 714
EPS (Rs) 2.0 2.4
Growth (%) 35.0 20.2
P/E(X) 20.0 16.7
ROE (%) 20.4 20.7
ROCE (%) 13.5 14.0
Debt/equity (x) 1.11 1.06
P/BV (X) 2.8 2.4
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Exhibit 2: 2QFY16 Financial

2QFY16 2QFY15  YoY (%) 1QFY16

Net Sales 4,456 3,221 38.4 3,379 31.9
Raw material consumed 3,763 2,844 323 2,615
(%) of net sales 84 88 77 9.1
Staff cost 109 52 108.6 99
(%) of net sales 2 2 3
Manufacturing & Other Expenses 43 142 -69.4 283 -84.7
(%) of net sales 1 4 8
EBITDA 541 183 196.1 381 42.1
Depreciation 48 23 75
EBIT 493 159 209.7 306 61.2
Interest 144 104 102
Other Income 67 29 18
PBT 416 83 398.6 222 87.5
Less: Taxation 23 20 14
Less: Minority Interest 0 6 0
Recurring PAT 393 58 582.9 208 89.2
Exceptional items 0 0 0
Reported PAT 393 58 582.9 208 89.2
EPS 1.3 0.2 0.7

Source: Company, BOBCAPSe
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Financials
Exhibit 3: Income Statement
Y/E Mar (Rsmn) FY13 F14 F15 Fl6e Fl7e F18e
Net sales 7,047 10,161 11,466 14,570 19,323 26,263
growth (%) 315 44.2 12.8 27.1 32.6 35.9
COGs 5697 8211 9450 11,774 15460 20,803
Staff Cost 194 258 313 397 527 716
Changes in inventories (39) 3 (83) 7 (10) (13)
SG&A Cost 389 552 631 802 1,063 1,445
EBITDA 806 1,137 1,155 1,604 2,282 3,312
growth (%) 20 41 2 39 42 45
Depreciation & Amortization 47 106 144 161 178 194
EBIT 759 1,031 1,011 1,443 2,105 3,118
Other income 182 19 113 124 137 150
Interest paid 254 305 414 433 453 474
Extraordinary/Exceptional items (24) (49) - - - R
PBT 687 744 710 1,135 1,788 2,794
Tax 49 30 39 44 69 108
Minority interest - - - - - -
PAT 614 665 671 1,091 1,720 2,687
Non-recurring items 24 49 - - - -
Adjusted PAT 594 714 671 1,091 1,720 2,687
growth (%) 35 20 (6) 63 58 56
Exhibit 4: Balance Sheet
Y/E Mar (Rsmn) FY13 F14 F15 Fl6e Fi17e F18e
Cash & Bank balances 576 368 846 919 969 1,247
Other Current assets 4,939 6,211 6,665 8,057 10,305 13,326
Investments - - - - - -
Net fixed assets 1,822 1,994 2,100 2,189 2,261 2,317
Goodwill - - - - - -
Other non-current assets 217 188 188 188 188 188
Total assets 7,555 8,761 9,798 11,352 13,723 17,078
Current liabilities 833 1,110 1,221 1,628 2,212 2,804
Borrowings 3,529 3,923 4,155 4,348 4,551 4,764
Other non-current liabilities 17 17 19 19 19 19
Total liabilities 4,380 5,050 5,394 5,994 6,782 7,587
Share capital 441 438 585 585 585 585
Reserves & surplus 2,734 3,273 3,819 4,774 6,357 8,907
Shareholders' funds 3,175 3,711 4,404 5,358 6,941 9,491
Total liabilities 7,555 8,761 9,798 11,352 13,723 17,078
Source: Company, BOBCAPSe
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Exhibit 5: Cash Flow Statement

Y/E Mar (Rsmn) FY13 F14 F15 Fl6e Fi17e F18e
Profit after tax 570 665 671 1,091 1,720 2,687
Depreciation 30 99 144 161 178 194
Chg in working capital (396) (964) (341) (986) (1,663) (2,429)
Total tax paid 2) 2) - - - -
Cash flow from operations 202 (202) 475 266 234 452
Capital expenditure (386) (271) (250) (250) (250) (250)
Change in investments - - - - - -
Cash flow from investments (386) (271) (250) (250) (250) (250)
Free cash flow (184) (473) 225 16 (16) 202
Issue of shares - 3) 146 - - -
Net inc/dec in debt 603 394 231 193 203 213
Dividend (incl. tax) (13) 1) 1) 1) 1) 1)
Other financing activities (40) (125) (123) (136) (136) (136)
Cash flow from financing 551 265 253 57 66 76
Inc/(Dec) in Cash & Bank bal. 367 (208) 478 73 51 278

Exhibit 6: Ratio analysis
Y/E Mar FY13 F14 F15 Fl6e Fl7e F18e

Per share data (Rs)

EPS 2.0 24 2.3 3.7 5.9 9.2
CEPS 2.2 2.8 2.8 4.3 6.5 9.9
DPS 0.2 0.2 04 0.5 0.5 0.5
BV 14.4 16.9 15.1 18.3 23.7 325
Profitability ratios (%)

Gross margins 16.4 16.7 14.9 16.5 17.3 18.1
Operating margins 114 11.2 10.1 11.0 11.8 12.6
Net margins 84 7.0 5.9 7.5 8.9 10.2
Valuation ratios (x)

PE 20.0 16.6 17.7 10.9 6.9 4.4
P/BV 2.8 2.4 2.7 2.2 1.7 1.3
EV/EBITDA 14.8 11.0 13.1 9.5 6.8 4.6
EV/Sales 1.7 1.2 1.3 1.0 0.8 0.6
RoE 20.4 20.7 16.5 224 28.0 32.7
RoCE 135 14.0 13.1 16.5 20.3 24.4
RoIC 10 10 9 13 18 23

Source: Company, BOBCAPSe
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Sales and Dealing Team
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Ashwin Patil — Executive — Dealing +91-22-6138 9326 ashwin@bobcaps.in

Vishal Dalmia — Head of Research Capital Goods +91-22-6138 9387 vishal@bobcaps.in

Vaishali Parkar Kumar — Analyst Agri, Auto, Defence +91-22-6138 9382 vaishali.parkar@bobcaps.in

Padmaja Ambekar — Analyst Auto Ancillary, Infra, Midcap  +91-22-6138 9381 padmaja.ambekar@bobcaps.in

Akanksha Tripathi — Analyst Footwear, FMCG +91-22-6138 9383 akanksha.tripathi@bobcaps.in

Rishabh Mehta — Associate Textile, FMCG, Infra +91-22-6138 9384 rishabh.mehta@bobcaps.in
Bio Technology,

Hareesha Kakkera — Associate +91-22-6138 9351 hareesha@bobcaps.in

Pharmaceuticals

UTI Tower, 3rd Floor, South Wing, Bandra-Kurla Complex, Bandra (E), Mumbai - 400 051. India.
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Email: research@bobcaps.in| | Web: www.bobcaps.in
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BSE SEBI No. : INB011304533

Disclaimer

BUY. We expect the stock to deliver >15% absolute returns.
HOLD. We expect the stock to deliver 5-15% absolute returns.
SELL. We expect the stock to deliver <5% absolute returns.
Not Rated (NR). We have no investment opinion on the stock.

“The BoB Capital Markets research team hereby certifies that all of the views expressed in this report accurately reflect our personal views
about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is or will be, directly
or indirectly, related to the specific recommendations or views expressed in this report.”

BOB Capital Markets Ltd. generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in
the securities or derivatives of any companies that the analysts cover. Additionally, BOB Capital Markets Ltd. generally prohibits its analysts and persons reporting
to analysts from serving as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed
herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. In
reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation
would be illegal. We are not soliciting any action based on this material. It is for the general information of clients of BOB Capital Markets Ltd.. It does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on
any advice or recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional
advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses
on any investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOB
Capital Markets Ltd. does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential
investment in certain transactions — including those involving futures, options, and other derivatives as well as non investment-grade securities —that give rise to
substantial risk and are not suitable for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavor to
update on a reasonable basis the information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have
"long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add
to or dispose of any such securities (or investment). We and our affiliates may act as market maker or assume an underwriting commitment in the securities of
companies discussed in this document (or in related investments), may sell them to or buy them from customers on a principal basis and may also perform or seek
to perform investment banking or advisory services for or relating to those companies and may also be represented in the supervisory board or any other
committee of those companies.

For the purpose of calculating whether BOB Capital Markets Ltd. and its affiliates hold, beneficially own, or control, including the right to vote for directors, 1% or
more of the equity shares of the subject, the holding of the issuer of a research report is also included.

BOB Capital Markets Ltd. and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it
relates to non-US issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in
exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs,
the value of which are influenced by foreign currencies, affectively assume currency risk. In addition, options involve risks and are not suitable for all investors.
Please ensure that you have read and understood the current derivatives risk disclosure document before entering into any derivative transactions.
In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933.No part of this material may be (i) copied,
photocopied, or duplicated in any form by any means or (ii) redistributed without BOB Capital Markets Ltd.’s prior written consent. No part of this document may
be distributed in Canada or used by private customers in the United Kingdom.
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